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In another column we present an
interesting paper discussing the
gold-mining situation, in which it is
made plain that, unless the industry
is favored by a bonus, a higher
fixed price for the metal, or in some
similar way, production will be cur-
tailed because the greater part of
the output comes from low-grade
ores that cannot now be worked at
a profit, owing to the greatly in-
creased inflation—inflation that re-
sulted, by the way, largely from a
superabundance of gold. The gitua-
tion is, as Mr. Thane rays, acute,
but, nevertheless, if the relief
sought should be granted I might
be at too high a price in terms of
war efficiency. The War Industries
Board, at the request of the Treas-
ury Department, has listed gold
mining as an essential industry. It
would be futile, therefore, to debate
the importance of the industry, but
it does not follow that it should be
unduly stimulated, for that might
react unfavorably on the produc-
tion of those things which are vital
to the successful prosecution of the
war, Our armies cannot blast a way
through the German lines with gold.
Steel and copper and other basic
metals are needed for the job, And
the payment of a bonus of $10 or
$20 an ounce for gold or a propor-
tionate increase in the mint price
would in all probability result in a
shifting of a certain number of
miners from the copper and iron
mines to the gold mines. However
desirable it may be to increase the
output of gold, we do not need the
metal badly enough to obtain it at
the price of a reduction in the out-
put of the industrial metals.

Failure of the market to respond
sensationally either to favorable or
unfavorable news is puzzling many
observers. War reports that arouse
the greatest enthusiasm find little
or no reflex in the market. Tax de-
velopments that ordinarily would
cause serious disturbance of values

are practically ignored. Only the|
technical factors, such as tight|
money, exert an important influ- |
ence, and that only to the extent ofi
restricting the volume of trading.

Meanwhile, for all this stolidity,
prices creep gradually upward. The
movement is almost imperceptible,
except over a period, but a survey
of several months shows substantial
appreciation in values, not only in
stocks listed on the local board, but
on the London and Paris exchanges
as well. This synchronization in
movement may be significant, for it
is mot improbable that the advance
of prices here has been produced.
by the same fundamental influence
that caused the rise in the Allied |
capitals.  And there is only one!
thing which could react on all these!
markets in this way. That is the|
growing confidence in the certainty|
of ultimate victory for the Allied |
cause. Certainly that conviction has |
lieen responsible for not a little of !
the quiet accumulation of stocks for '
investment that has been going on.
liere for several months,

Money and Credit

The weekly statement of the New
Vork Clearing House banks disclozed
an increase of $11%,366,000 in loans
and discounts, the result of large gov-
ernment operaticns in the money mar-
ket. The total of loans and discounts
stood at $4,381,257,000 at the close of
the week. Net demand deposits in-
creased $1,029,000 to $3,576,422,000.
Surplus reserves decreased $2,022,910
to §72,383,710.

United States government deposits

 and the

“Texas 0il”

A coemplete unit {n the Oil In-
dustry, producing, iransporiing,
refining and disributing. The
imvestment merit of the Texas
Campany ahares earefully an-
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increased $141,630,000, the total of
such deposits now being $424,663,000.

Discount Rates—The following table
gives the current ratcs of the twelve
Federal Reserve banks on commercial
paper on all periods up to ninety days:

:
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Roston..,..o... 4 434 4%

New York...... 4 435 434

Philadelphia.... 4 43 434

Cleveland....... 44 434 43
Richmond...... 434 b 5

Atlanta......... 4 434 4%
Chicago.,.uve.. 4 434 L

St. Louis....... 4 43; . 434
Minneapolis.... 4 434 5

Kansas City.... 44 Bla 6l4
Dallag, .oovuuss. 4 434 &

San Francisco.. 4 434 43

e

Bank Clearings.—Bank clearings in
New York yesterday were as follows:
Exchanges. Balances.

New York....$54?.992,43§ $38,611,148

Silver.—Bar silver in London was
487%d, unchanged; New York, 29%c,
unehanged; Mexican dollars, 77c, un-
changed.

Sub-Treasnry.—The banks gained
$1,615,695 from the Sub-Treasury yes-
terday. :

Bank Acceptances—Rates were un-
changed yeaterdsy, as follows:

Thirty S8ixty Ninety
Bpot de- . days. days. days.
livery: Per cent. Per cent. Per cant.
Eligible
member
banks.... 4% @4 4A@Y4 4A@44
Eligibia
non-mem-

ber banks.4l4@4/5 435@4%4 4304N
Ineligible

bank bills.5\4 @434 5!4@4% B'4@43%%4

For delivery within thirty daya:

Per cent.
Eligible member banks ........ 44
Eligible non-member banks..... 435
Ineligibls bank bills.....ec.0e0a B

Londom Momey Market.—LONDON,
July 27.—Money was higher at 2 per
cent, Discount rates were, short bills
and three-month bills, 3 17-32 per cent.
Gold premiums at Lisbon remsained
130,

The Dollar in Foreign Exchange
Observers of the foreign exchange
market last week saw nothing in the
narrow rata fluctuations to indieate
that it was reflecting the war news on
the Western front. Exceptionally guiet
conditions pervaded the market and
few changez of significance were made,
The most striking movement was in
lire bills, the cable rate for which yes-
terday went to 8.00. The rate Friday
was 8.49. The quotation for checks
followed the same course. Yesterday's
rate was the highest level attained in
the last six monihs, and indicates that
the plan now under way for atabilizing
Italian exchange is aucceedinE. Lire
bills have been strong al] week. The
improvement of the rates in faver of
Italy is due to the control of the mar-
ket jointly by the Italian authorities
ederal Reserve Board.
Hates on Spain and India rhowed
sonle weakness yesterday, but for the
other five #lays of the week were
steady. With the exception of these
few changes the market was stable.
Dealers in exchange remarked that sel-

dom had they found conditions in the
market more dull.

Closing rates yesterday, compared
with a week apo, follow:

(Quoted dollars to the pound.)

tates Mint:

Current
sxchange Intrinsie
value. value.

Pounds, sterling ......$4.75%& $4.065¢
PraneR’ oo s 0.17.4 0.19.3
Guilders ........... 06134 0.402
Rubles ........ -- 01326 0512
Lire, checka........... 0.11.37 0.18.3
Crowns (Denmark).... 0.31.05 0.26.8
Crowna (Sweden).,.... 03570 0268

The above rates express the cost of
foreign money in terms of the Ameri-
ean dollar. You buy an English pound
sterlin$ at, eay, $4.756%&. The intrinsic
parity is $4.86% per pound, Thus you

|say either that pounds are at a dis-

count or that dollars are at a premium,

| which is owing to the fact that in Eng-

land the demund for dollars with which
to settle mccounts in this country ia
greater than the demand in this coun-
try for pounds with which to settle ac-
counts in England.

British Coal Requirements

In regard to the fuasl situation in the
United States and elsewhers, “Black
Diamond” says there are indications
that America will have to su ply Eng-
land with 20,000,000 tons og coel to
make good the probable loss which whe
will suffer through putting miners into
the army, and we must supply South
America with o very large quantity of

coal next winter to help move their
creps.

Lacks Farm Labor,
But Kansas Wheat
Crop Will Be Big

Corn Acreage Patriotically
Reduced Because World
Was Calling for Flour

(Special Correapondence of The Triduna)

WICHITA, Kan., July 27.—As you go
southwest from St Louls over the top
of the Ozarks and into the Oklahoma
snd Kansas plains you get a vivid idea
83 to how farrpaching and important is
ths problem of farm labor. You have
only to use your eyes to realize that a
comparatively small part of the arable
land you pass is actually under culti-
vation; less than one-third is the atory
of statistics, Necessarily some land is
devoted to pastures, but beyond that
every farm has its portion of woodland
or meadow that has never known the
hoe or the plough. The reason why, as
was learned from numerous farmers
and from seversl experts of the state
ngricultural colleges, is seolely from
lack of labor and not because the lands
are of lesser fertility. Olwviously, the
farmer does not voluntarily allow all
this potentially productive capital to be
merely the subject of taxes.

One serious difficulty, as one of the
agricultural professors of the Univer-
gity of Missouri states, is that farm
Iabor is not & continuous performances,
save within a comparatively narrow
compaps, and consequently does not
offer constant and congecutive employ-
ment to those whom it must have at
seeding time and at hervest time.
Hence, it is only at harvest time, now
just passed, when it is possible for the
farmer to offer attrective wages—3%5 a
day and “found,” as Southwestern
farmers have recently been doing, and
thus attracting workmen from the large
cities for the time being. Because of
the superfluily of land, or, rather, lack
of labor, the farmers of the Southwest
are extensive and not intensive farm-
ers, pg the same armchair agricultu-
rists would have them be.

Most Productive Farmers

In talking with the farmers I found
that their native pood sense had set
the unit of quantity of production as per
man and not per acre, as nothing clse
was poasible under the conditions sur-
rounding them. Consequently they are
—per unit of man—the most produc-
tive farmers in the world, just sas
American workmen sre similarly the
most productive of their class in any
country.

As you travel it hecomes obvious
that this eeason the farmer in the
Southwest “seen his duty and done it.”
He cut down somewhat the acreage of
corn and planted even more wheat in

roportion, because the world was call-
ng him, and without waiting to rest
from the strenuous days of harvest he
s everywhere out in the fields, with
early fall plowing for more wheat next
spring, and is adding tracters to his
equipment a&s never before, that he
maey sow a record breaking acreage of
winter wheat this fall. Yet he has time
to crowd meetings where war savings
stamps are sold, and these who do not
come and buy are getting their names
posted in unpleasantly conspicuous
pluces,

There iz much early corn in Eastern
Missouri that needs rain badly and ig
tasselling prematurely, but further
west and and southwest recent general
raing have about made a great corn
crop even out to the confines of West-
ern Kansas, where In July it usually
rains only once every little while.
Therefore, Wichita iz rejoicing be-
cause it already has harvested in {he
Knnsas territory tributary to it abonut
42 per cent of the nearly 100,000,000
bushel winter whent crop, and a great
yield of corn will fill its cup to satis-
faction to the brim.

Wichita a Prosperons City

No one can tell you, not even the
Chamber of Commerce boosters, just
why is Wichita. It is not a “key"” to
any special trade territory, nor the

Week |“gateway” to mny phe.rt'inularthu_stine?\ﬁ
Yesterday, ago. section, wet it is the largest city in
Sterling demand...... M_?aﬁy 54?75.}, Kansas, and mingles and modilies its |
Sterling, sixty days.... 4.725% 4.7254 city atmosphere with plainsmen and
St.erliné: 7 e cee. 47645 4760 ranchmen, who throng its streets as
Sterling ninety é:’a’ys. 4'71‘/2 4'?1% Ehey hta“ donf{ e Sﬂmey }tt ':’uﬂ&“;
. e S x oom town and a emal] distri
(Quoted units to the dollar.) |centre to sparsely settled Kansas
i lains.
;rancs, checks......... 5.71%4 5'?1??!11 It has lived through panics, booms
FANLS, cables......... 5.6934 5-Gg/lilaml several years of hot winds and
Live, checks........... 8.01 8.80%% | droughts when all vegetation shriv-
Lire, cables..... BN 8.00 879V3 | ¢clled and burned up, because it had
Swiss, cheeks.......... 3.90 3.945 | courage and “sand” enough to Etay
Swiss, cables.......... 3.90 3.92 .in the fp:a;ll'ne fnnlfi hold thedlme n;ltsct.
Ko It is fu o armer snd ranchmen
(Quoted cents to the unit.) [customcrs who are buying freely
Guilders, checks 5134 5155 | things of expense and merit, and
Guilders, cables b2 . 51 | every one of them owns an auto-
Rubles, cables........ 1300 13.00 |mobile. o .
Spain, cheeks..........2685 27.50 Most of all it is the metropolis of
Spain, cables....... ... 26.95 97.60 an oil district where nare prospecting
Swed heck 36 45 and sinking of wells iz going on than
Sweden, checks....a... 80 35, in any other section of the country.
Sweden, cables........ 3685 3560 |The producing field is gradually ex-
Denmark, checks...... 31.30 31.10 | tending its bounds eastward, north-
Denmark, cables.,..... 31.45 31.30 |ward and southward, though Eldorado
Norway, checks........ 31.55 3155 |still continues to be the centre of the
Norway, cables. ....... 3170 3175 | principal producing district. The ol
F fields, as sudden and constant ere-
Iirgen:}na, ch;;fks""" 220 A4%6 ators of wealth, make a gold mining
[2¥menting, cabied...... -4460 . camp seem of small consequence.
India, rupees, checks... .353; 37.45 | Wichita has the rea] boom of its
| India, rupees, cables. ..35.65 37.65 | existence, and it seems to have a solid
India, rupees, cables, and enduring basis so long es the
Reserve Bank rate...35.73 35.73 Hrice of gil _:npti?’ut_’fd.nt itsrpresent
Balow 14 siven gures. So it iz building a fine new
ulucet :flgosi;n ml;-h:::l;l;;endtoﬁxiﬁa:]f;!hotel and a lgreat bIne\;: s;ructuyte.
eents, together with the wntrinsic goid | CCSUPYIDE neariv a L RAd AR T
arity, as caleulated by the Uniteq|®nnual fair will he held, and is

greatly content with things as they
are,

Relevant Comment

Russian Trade Relations

American exporters who are inter-
ested in resuming:trade relations with
Russia seem to agree that the codpera-
tive socicties there furn sh the maost
available medium for ccenomie inter-
course, These organizations now have
a total membership estimated at 15,-
000,000 men, representing the wvaried
composition of the Russian population,
They are economic units and ore not
swayved by political adjustments, They
consist of producers’ codperative or-
ganizations, consumers’ codperative so-
cieties, codperative credit unions, co-
operative workers’ leagues and peasant
cobperative societies. These cobépera-
tive societies are not a product of the
revolution of 1917, but represented the
democratic elements in Russia while
the Czar still sat on the throne.

Royal Dutch Oil Dividend

Because thers was not & gquorum
present at the meeting of shareholders
of the Royal Duteh Petroleum Com-
pany, in Amsterdam on July 24, a gee-
ond meeting has been called for Augustg
to pass opon the increase of the capi-

Federal Reserve Banks

Ratio of pold reserves
combined 56,5 per cent.
Ratio of total reserves to net de
combined B68.1 per cent. Week befo

WASHINGTON, July 27.—Bills discounted for members and Federal Re-
serve Banks increased nearly $100,000,000 during the last week to 31,302,
000,000, while members’ reserves fell off $53,000,000, the Federal Reserve
Board's weekly statement showed to-night. The twelve banks’ condition at
the close of business last night was reported as follows:§

RESOURCES
July 28. July 19,
Gold coin certifieates in vault....... ceasess  $418,012,000  §428,863 000
Gold settlement fund (F, R, Board)..ee.-—. 693,777,000 556,154,000
Gold with foreign agencies........eseassees 11,628,000 15,496,000
Total gold held by banks.....ceceneeew  $1,028417,000 $1,000,603,000
Gold with Federal Reserve Bgents...ees.eee 810,420,000 940,790,000
Gold redemption fund.........eeveeea — 35,363,000 34,665,000
Total gold reserves..... $1,974,200,000 $1,975,448,000
Legal tender notes, silver, etc..... 65,129,000 65,647,000
Total reserves............. creasasnsans  $2,029,320,000 $2,031,095.000
Bills discounted—members. . oueenssnasses 5 1,302,161,000  1,203,346,000
Bills bought in open market..... A 205,274,000 205,932,000
Total bills on hand. ... civevichoviuunin $1,507,425,000 $1,409,278,000
United States government long term sécarities 40,090,000 40,259,000
United States governm't short term securities 16,922,000 16,358,000
All other eurning assetS............ R 4 103,000 98,000
Total earning assotS. ...ooeeunonos —~===>  $1,564,540,000 $1,465,993,000
Unecollected items..... Saineet o e'e v s h bl 658,392,000 658,588,000
Five per cent redemption fund against Fed-
eral Reserve Bank notes 701,000 751,000
All other resources..,.... 12,441,000 9,695,000
Total resources........ O S . $4,166,403,000 $4,166,122,000
LIABILITIES
Capital paid fn.......... = 76,441,000 76,383,000
Surplus ........... e T Sy T = s 1,134,000 1,134,000
Government deposits.......... S 233,040,000 144,828,000
Due to member' banks—Regerve account.... 1,435,196,000  1,488,047,000
Collection items.......... oalealble larhiers =t alhe: - 401,186,000 480,341,000
Other deposits, including for'n gov't eredits.. 111,840,000 112,062,000
Total gross deposits...o.eunvnein.s saeew $2,181,262,000 225,268,000
Federal Reserve notes in actual cirenlation. . 1,870,835,000 ‘5,329,045.000
Federal l}tesenc Bank notes in circulation,
net labillty........ S ot e s b A AN 11,084,000 11,000,
Al other liabilitles.— ... —..ooooms s s 24,34'%,003 mfzsz%
Total Mabilities........eevennn.. wseaae  $4,165,403,000 $4,166,122,000

to net deposit and Federal Reserve note liabilities
Week before, 58.2 per cent.

posit and Federal Ressrve nots liabilities
re, 69.8 per cent.

—

' Federal Reserve Bank of New York

Gold coin and gold certificates: July 26, July 19,
Gold in vaults and settlement fund....... $563,170,050  $540,165,828
Gold with ¥. R. agent and in redemption

| fund—F. R. notes.....icouevinnsises P 294,684,235 295,036,385
Gold with foreign agencies....... O 4,012,346 b,346,602
Total gold reserve:.........evvesiviessss $861,866,631 $840,548,816

i Legal tender notes, silver certificates and
subsidiary eoln .......... T A RS 44,197,240 44,420,525
Total reserve ,.... VA Cteey o> dima s e nieean ey %96,?53,3?2 $884,969,341

Bills discounted and bought:

Redisecounts =and advances — Commercial

PADET  ieeesritaaiianersiaasiiiaaiaanas 124,209,968 214,519,838
Rediscounts and advances—U. 8. obli-

BN o e e e Ta s s arare e e e R e 272,185,558 194,649,786

Acceptances bought..... A A T A e 104,032,855 104,561,013
K e e ey e $500,428,422 $513,730,638

Investments:

United States bonds and notes............ 5,110,700 4,742,000

U. 8. certificates of indebtedness purchased
from the banks with agresment to repur-

| chase in fifteen days....eeeven.. i .

| Municipal warrants...... T L o 50,520 50,520
Eotals o e ra il e e e v e 2 g S $5,161,220 $4,793,020

Due from other Reserve banks..... SN AR ey
Total resources ..... SO R e D $1,401,683,615 $1,903,493,000

LIABILITIES

Capital . i ciinraieys feriiieenaaia, 19,967.3

Membor banks’ deposits (net),............. :42’23‘;‘4?3 g;g’ggggg

Non-member banks’ deposits [(ev A m 3’450’333 3’554'339

Government deposits ..v.i.ovinin,un,o., .. 7'533’22? 31'339'159

Due to®other Federal Reserve banks (net).. 3'?05'977 '457'532

Due to War Finance Corporation...,.....,.. S ot 1 8.82'39?

Federal Reserve notes (net)......... S 620,438,990 607,290 695

Foreign government accounts.............. 100'154'351 10(1;353'593

Other Habilities. ...ue s sessesns R 3461397 4.264.725

SUTDIUE v veeeas a1 T T 649,363 649,363
Total liabilities ......ccvuviniann.in,. ==+s  $1,401,653,515 $1.402,403,000

Federn]l Reserve notes outstanding......... 664.354.660

Against which there is deposited with Federal iy 981:069,400

Reserve apgent:
Gold and lawful money....,eeuerran..... 279,859,235 280,282,285
Commercial paper.........co... e S 500,428,422 513,730:638

The weekly statement of Federa] Reserve Bank of
26, compared with o week ago, follows:

RESOURCES

New York, as of July

T

yesterday, with the changes from the

New York Clearing House Banks

The actual condition of the member banks,

shown by the Clearing House

Preceding week, follows:
: X Ch :
I_._-oa.rta, discounts, investments............... $4,381,257,000 Inc.$113f:;1§;300
Cash in vaults of Federal Reserve members., 100,182,000 Dee. 15?,000
Reserve in Federal Reserve Bank............ 527,641,000 Dec. 1,468,000
Cash in vaults of state banks and trust com- T
EARIERY S v T 11,287,000 D
Reserve in depositories 7567000 Dec. 240000
*Net demand deposits. . ... 3576,422,000 Inc. 1,029,000
N'et time deposita....... R S s S 162,420,000 Dec, 4:203:000
Civeulablon’ ... i ieiiimerressnis st 36,953,000 Ine. 93,000
A‘ggreg‘ate TERBTVE . o0 ousimeniinaisnioiisonass, 546,505,000 Inc. 1,921,000
Exoess reserve.........coceiininn.. A 72,383,710 Dec. 2,022,910
*United States depozits deducted, $424,563,000,
—

tal of the company, the Equitahle Trust
Company of New York has been in-
formed by cable. The meeting last
week authorized a final dividend of 18
per cent for the year of 1918,

Baltimore & Ohlo Financing
Speyer & Co. and Kuhn, Loeb & Co.
have made arrangements with tha Bal-
timorse & Ohio Railroad for the ex-
tension until October 1 of the $8.000,-
000 of bank loans of the company
’Iwhich mature Monday. These loans

| under the extension will mature at the |

|same time that $10,500,000 of three
| months' 6 per cent notes recently
|placed with the bankers fall due, and
!tha expectation is that by that time the
|govemment contracts for rentals will
| have been concluded, putting the com-
|pany in a position to do permanent
financing,

Colorado Fuel's Quarter
| The Colorado Fuel and Iron Company
ireportn ETO88 receipts of $12 812003

i for the quarter ended June 30, com-
| pared with 311,078,995 in the ecorre-
| sponding period of 1917,

The balance {dl

available for dividend
st ends was $1,200,155,

579,084 a year ago,
L

Corn Products Refining

In the gossip of the Street it is re-
ported that the directors of the Corn
Products Refining Company may now
see their way clear to bagin the dia-
bursement of dividends on the com-
mon stock.‘ It has been suggested that
| payment might be made in seript, The
| COMPANY'S earnings ara running largs,

| 88 was indicated by the quarterly state-
ment issued on Friday.

Country Bank Deposits

According to Kansas advices, at the
rate wheat is being marketed in the
interior mection of the grain belt the
country banks will soen have their
deporita back to the high level of last
spring. It has been difficult for the
banks in the winter wheat district to
accommaodate their customers for gev-
eral week, owing to the need of funds
for financing the harvest. This demand
is slackening now, howaver, and it is
expected that deposits will mount rap-

y.

HE attention of the Treasury
Department of the United
States and, in a limited degree,

of members of Congress’and the bank-
ing industry of the country has recent-
ly been called to the serious situation in
which the gold mining industry of
Americs and the world finds itself, due
to the materially increased cost of lahor
and supplies, resulting from the war,
and the unique fact that the valus of
the product produced—gold—fixed in
price by the government, has therefors
had no proportionate increass in its
market value,

By far the greater quantity of gold
now produced necessarily comes from
low grade depgsita In which the margin
of profit, even in normal times, over
and above working costs, is compara-
tively small, This i{s trus becauses of
the unuswal occurrence of gold asm
found in natare. Whils it I8 widely
distributed, such distribution oceurs; as
a rule, in minute quantities, and high
grade deposits resulting from unusual
concentration, are, by ths very nature
of things, rare.

Supply Comes Chiefly
From Low-Grade Ore

In addition to this, thess high grade
deposits ate the first to be found, mined
and depleted. The actlve and persistent
search for gold, as continued through
the past, has yesulted in a very com-
plete knowledge of its occurrence in
nature, and the discovery and subse-
quent working ont of the higher grades
deposits; those engaged in the industry
and familiar with its occurrence sre
agreed the future of the gold mining
industry and of gold production in the
world is now and will hereafter be
dependent mainly upon low grade de-
posita.

Taking this into consideration and

rial and labor, it is obvious that the
entire industry as now developed is
threatened in ita very existenre.

This sitnation has been developing
for the last four years, and has now
become so acute that the actual pro-
duction of gold from the majority of
the low grade deposits is now being
made at = loss.
| ounces of gold produced in the Rand—
| the most substantial producing srea in
the world—were sold to the government
at less than cost, and this same con-
dition {3 true of several of the largest
operations in Alaska, Canada snd the
United States.

It is inevitable that unless some

ing mines, or an actual inerease in the
value of the product itself ia made by
the several ecountries in the world in
which gold is now being mined, the
iimpurtant producers will be compelled
to discontinue operations and the al-

| Yeady: ddeasing production of gold'of Pennsylvania, discussing our na-!

| will be further and most seriously af-
| fected.

i It is ohvious, likewige, that the caleu-
!lsted profits on ore based on pre-war
| eonditions, and on which operations

| wwere established, have ceased to exist.

| Tonnages of developed ore in the mines
| to-day which were carried as un asset

| because profits were indicated on a pre- |

war basis have, under present condi-
| tions, to be entirely written off. Only
| the higher grade sections of the oper-

| ating mines (always occurring in small- | terials and supplies sold to the foreign |

| er quantities) cen now be carried in
| the form of reserve.

and developed under pre-war conditions
can possibly work out as originally
planned, nor can they hope to continue
their operations for any length of time
unless 8 bonus is offered by the gov-
ernment to compensate for the in-
creased operating costs or the actual
value of the gold fixed by the govern-
ment is materially increased.

iIs Gold Mining
| An Essential Industry?

The question therefora presents it-
self: Ts the production of gold & neces-

sity, and i3 gold mining an essential
industry?

the operators from Alagka, through
Delegate Charles A, Sulzer, frdm that
| country, raised this question with Mr.
| William MecAdoo, Secretary of the
Treasury, who, in a letter addressed
to Mr, Sulzer dated June 10, 1918, very
clearly and forcibly definea the posi-
tion of the gold mining Industry as
next to that of the production of food
and ammunition, pointing out at the
same time the necessity of increasing
the gold reserve of the country to sus-
tain the
being developed in order to finance the
WAT.

The use of gold as the bhasis of credit
and exchange has been so firmly estab-
lished and has proved so universally
satisfactory, and its .occurrence in
nature, its physical and chemical ehar-
acteristics are such that it may be
positively stated that ne other commod-
ity comparea with gold for this partic-
ular purpose, and there iz no othar
likely or possible subatitute.

Nor will there be s0 long as thers
are separate nations and governments
on the face of the earth; all balances
in International trede must be paid
for in some fixed and unchangeahls
medium like gold.

Nations will not accept the paper of

the present fixed value of gold, and the |
rapidly rising increased costs of mate-|

Last month 300,000 |

In order to determine this, some of |

great credit structure now |

By B. L. Thane

other countries in payment for credits

gold reserve, and, ss a rule, will not
accept payment excepting in gold it-
self.

The necessity of finding a fixed
basis for credit became pronotinced as
International trade developed to largs
proportions. The first”™ country to
adopt gold as the standard of wvalue
was England, and this was later ac-
cepted and adopted by all the principal
nations of the earth.

Cne of the most important and in-
teresting questions arizing In this
discussion is the value of gold &5 now
fixed and accepted by the leading na-
tions of the world.

Price Fixed
Arbitrarily

The price of pure gold in our tand-
ard of money is fixed at $20.67 an
ounce. This walue was arbitrarily
fixed by the Bank of England when, as
a nation, England decided it was ad-
visabls to fix the walue of gold in or-
der to standardize exchange. Prior to
this, while England had sdopted gold
as & standard, she had been in the
habit of purchasing gold on the open
muarket at & variable rangs of prices.
This necesearily affected, from day to
day and from purchase to purchase,
the very basis of exchange. Hence
the necessity of establishing s fixed
price.

It is generally conceded the price as
fixed was taken from the last purchase
made by the Bank of England for gold
in the open market, which in our
money, as stated above, happens to be
$20.67. Very shortly after this all the
other leeding nations in the world me-
cepted this gold standard, and like-
wise the price which had arbitrarily
been fixed by the Bank of England,
and sustained with the approval of the
British government.

The importsnt fact regarding this,
in so far as the present discussion is
concerned, is that the price as fixed
was purely arbitrary.

Even if measured in the currency of
the time at which this oecurred, when
gold was calculated to ba worth $20.67
BN ounce, it is evident, the very great
increass in the demand for this product
and increaged cost in producing it, that
thia valuation {8 now incorrect, and

decidedly too low.

‘ Accepting gold ns a basis of all eredit
| structure, there has never been a period
|

in the history of the world when the
demand has been as great as now, in
| order to sustain a reasonable reserve

form of bonus is given to the produc- sgainst the government issues of bonds, |

| certificates, ete.
{ Declining Ratio
| Of Gold Cover

H. M. Patterson, of the University

tional financial situation in The New
York Tribune, points out that “although
| the amount of gold held by the Reserve
[ banks has almost doubled, the ratio of
gold to net deposits and Federal Re-
serve notes combined has fallen in the
! last year from 83 per cent to 61 per
| cent.”
The quantity of gold coming into the
| United States and now held by the
United States was doubled because of
the tremendous quantities of war ma-

| governments which had to be paid for

in gold, and in consequence this |uld.|

| found its way to this country.

{ Itis unlikely this condition will con-
tinue now that we have entered the
war, for our large armies now in

we are, st least for the time being,
compelled to pay for our purchases
from neutrals in gold, because we re-

fore have no balance of trade with
. them.

{  Combining this fact and that the
1 producing and operating gold mines of
the country will be compelled to dis-

iy given, It can be seen that the gold
reserve held by the United States he-
cause of the necessity of the additional
issua of new bonds, certificates, ete,, in
order to finance the war, will suffer a
further and material decrease 1n the
immediate future.

As a matter of actual fact, the
United States is paying out to-day gold
to neutrals for purchases at a fixed
value which is considerably tess than
the cost of producing it.

There is an international phase to
this gold situation which apparently
has been lost sight of, having a direct

and most important bearing on the war
| itself,

|

|

nen Jennings,
the Bureau of Mines, 01 per cent of
the gold and gold mining districts of
the world are owned and controlled by
the Allies—France, England and the
United States. Approximately, 1 per
cent only is owned and controlled by
the Central Powers, with whom we
are at war, and 9 per cent in the hands
of neutrals. As will be seen from the
following, this is not alone an inter-
esting fact, but one which, if prop-

be nsed to very great advantags by

unless it be backed up with proper'

France require huge expenditures, and
purchases made in foreign countries |
must be paid for in gold &nd, as Mr.|
McAdoo has pointed ouf in his letter,

{quire all of our own supplies and there- |

continue operations unless assistance !

As has been pointed out hy Mr. Hen- |
g{msulting engineer of
M

erly handled as a war measure, csn |

Gold Mining Industry, Imperilled by
Rising Costs, Demands Higher Price

Expert Says That Low Grade Ores, the Principal Source of Supply, Can.
not Be Worked Profitably Under Present Conditions, and Urges
Measures to Stimulate Production in Order to Provide an
Adequate Foundation for Inflated Currency

| the Allles in affecting the credlt stroet.
ure of the Central Powe s,

It is a well known fact that ths
izsue of paper credit by the Central
Powers to their own peopls and the
adjacent neutrals has been necessarily
in far greater proportion to their gold
regerve than in the caze of the Allien,

Need of Adequate
Gold Foundation

So long as these conntries are deal-
ing with themselves only and unablets
engage in international business, ang
just so long as their governments re-
main strong enongh to compel the
peoples of the Central Powers to ac-
cept such paper issue on its faca value,
their mctual gold reserve is not im-
portant; but the instant war is ended
and the Central Powers ars sgain com-
pelled to enter foreign trade in order
to replenish their exhansted supplies
of material, their paper credit stract-
ure will have to be maintained by a
proper gold reserve; elze it will fal]
to pleces and end in a tremendoms
financial disaster,

The German financiers are aware of
this, but expect to build up their gold
reserve through thelr ability to sell in
the world markets materials and sup-
plies st a very much lees cost than
they can be produced in the Alljed
countries. a

There is grave danger that this con-
dition will actually develop 50 far as
this country and the Allies ares con-
cerned, because ome of the r_esultu of
the war has been a greatly mcre_gged
cost of labor in these countries. "hat
is to say, lasbor has demanded—and
received—a very much larger wage—
approximating 100 per cent greater
than before the war. As a net result
of this, to-day the cost in gold in the
United States at least, and to a lesser
degree in England and France, of pro-
ducing all commodities has increased
approximately 100 per cent. Pig iron
is selling at $33, as against $15 befors
the war—and the cost of almost every
| other important commodi’y has risen
{n like proportion.

The danger of this eomes abont
through the fact that the Central Pow-
ers in general, and Germany in par-
ticular, have not increased the wa
scale in like proportion; so that the
cost, measured in gold, of prpduclng
all articles in Germany after the war,
Jor even now, is less than it is in thi
country, very much less. The Germm
financiers have boasted of this condi-
tion repeatedly., This amounts to tha
|, same thing on the part of Germany s
| placing & premium on our gold =upply,
| such premium being equivalent to the
| difference in the average cost of labor
| between the Central Powers and the
|United States and her Allies

While tariffs and trade agreements
| may be developed and arranged which
 will offset this difference to some de-
| gree, the easiest, most senaible—most
| practical and quickest way to place
German labor and industry on a parity
|'with the United States und her Allies
will be to arbitrarily increase the value
of gold in an amonunt sufficient to off-
set the average difference in wage scals
now existing between the Aliles and
the Central Powers,

Allies Control
' Gold Output

This is only possible because of the
condition mentioned earlier in this dis-
cussion; wviz.: Thar 91 per cent of the
gold and gold producing properties of
| the world are controlled by the Allies,
and less than 1 per cent by the Central
Powers. It is evident that if the gow-
ernments of the Allies owning and con-
trolling this gold resource would arbi
trarily double its value, the Central
Powers would have to do twice the
| emount of work and sell twice the
| quantity of material in order to obtain
| the gold supply necessary to estab-
lish s proper reserve against the paper
credit struocture which has been de-
veloped by them on sceount nf the war,
i In other words, the governments of

In other words, no low grade gold| heretofore held in reserve by England, | the Allies would compel Germany to
i 5 a
mining operation concetved, financed France and other countries, temporarily | gufd

twice as much for her necessary
supply.

It has been argued that such changt
| in wvalue of the Llasic metal—gold—
would derange credit structure, but
this can be obviated by agreement with
the Allies—England, France and the
United States, who, as has been pointed
out, control the gold supply of the
| world, and by suitable legislation in
their respective countries,

It would be necessary, of courss, first
for the governments not only to draw
in all gold coinage and hereafter com-
mand the entire existing supply, but
all that produced in the future.

In & very large degree this has a
ready been done, as gold ¢
rapidly going out of eircul
issue of the Federal Rese
ficates is an illustration of what would
take place in lieu of the issuance of
gold coinage,

It would not derangs the value ?f
the curreney as issued because it if
a.!:parcnz that the value of gold behind
the currency is in any ase arbitrarily
| fixed by the government.

!

i
i
]
1

For instance, if the zovernments ar-

bitrarily agreed thst gold should be
fixed at $40 an ounce natead of the
present fixed pricer of $20.67, the ™
demption of certificates ar bonds will
receive half as much gold gs they woyld
now receive in redeeming their papern
but if half an ounce of gold is Wwo
twice a8 much as it ia now worth (&
this would be the case) thers would be
no actual derangement or change in the
{ value of the carrency or paper issges.

In other words, half an ounce of gold
worth $40 would be just as satisfactory
to the holder of paper as an ounet
worth $20.67, because in both cases the
value itself wouid be arbitrarily fix
by the government,

Moreaver, this value would he morm
in keeping with the actunl value of th
gold as produced.

fused with this statement, because finé
ness has to do only with the purity o
gold. Tho fixed price of $20.67 an ounth
a3 now established, refers to pure g0
only. Gold of less fineness than ﬂs
gold is obviously worth less than $20.
per ounce, in proportion to the qﬂlf{f-‘ﬁ
of other alloys or impurities contain
therein. For instance, in a $20 i
piece, a8 now issued, there iy not l71“.
an ounce of pure gold— the differen
between the $20 and $20.67 being g
up of copper, added for the purpose
making the coin harder and more

1

Continued on page 18

Fineness of gold should not ba cod®



